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A53. The final standard includes two important dates for the preparation of audit
documentation: (1) the report release date and (2) the documentation completion date.

. Prior to the report release date, the auditor must have completed all
necessary auditing procedures, including clearing review notes and
providing support for all final conclusions. In addition, the auditor must
have obtained sufficient evidence to support the representations in the
auditor's reports before the report release date.

. After the report release date and prior to the documentation completion
. date, the auditor has 45 calendar days in which to assemble the
documentation.

A54. During the audit, audit documentation may be superseded for various reasons.
Often, during the review process, reviewers annotate the documentation with
clarifications, questions, and edits. The completion process often involves revising the
documentation electronically and generating a new copy. The SECS final.rule .on
record retention, Refention of Records Relevant to Audits and Reviews ? explains that
the SEC rule does not require that the following documents generally need to be
retained: superseded drafts of memoranda, financial statements or regulatory filings;
notes on superseded drafts of memoranda, financial statements or regulatory filings that
reflect incomplete or preliminary thinking; previous copies of workpapers that have been
corrected for typographical errors or errors due to training of new employees; and
duplicates of documents. This standard also does not require ‘auditors 1o retain such
documents as a general matter.

A55. Any documents, however, that reflect information that is either inconsistent with
or contradictory to the conclusions contained in the final working papers may not be
discarded. Any documents added must indicate the date they were added, the name of
~ the person who prepared them, and the reason for adding them.

ABB. If the auditor obtains and documents evidence after the report release date, the
auditor should refer to the interim auditing standards, AU sec. 390, Consideration of
Omitted Procedures After the Report Date and AU sec. 561, Subsequent Discovery of
Facts Existing at the Date of the Auditor's Report. Auditors should not discard any
previously existing documentation in connection with obtaining and documenting
evidence after the report release date.

A57. The auditor may perform certain procedures subsequent to the report release
date. For example, pursuant to AU sec. 711, Filings Under Federal Securities Statutes,
auditors are required to perform certain procedures up to the effective date of a
registration statement. The auditor should identify and document any additions to audit

=) See footnote 4.
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documentation as a result of these procedures. No audit documentation should be
discarded after the documentation completion date, even if it is superseded in
connection with any procedures performed, including those performed pursuant to AU
sec. 711, '

A58. Additions to the working papers may take the form of memoranda that explain
the work performed, evidence obtained, and conclusions reached. Documentation
added to the working papers must indicate the date the information was added, the
name of the person adding it, and the reason for adding it. All previous working papers
must remain intact and not be discarded.

A59. Documentation added to the working papers well after completion of the audit or
other engagement is likely to be of a lesser quality than that produced
contemporaneously when the procedures were performed. It is very difficult to
reconstruct activities months, and perhaps years, after the work was actually performed.
The turnover of both firm and company staff can cause difficulty in reconstructing
conversations, meetings, data, or other evidence. Also, with the passage of time
memories fade. Oral explanation can help confirm that procedures were performed
during an audit, but oral explanation aione does not constitute persuasive other
evidence. The primary source of evidence should be documented at the time the
procedures are performed, and oral explanation should not be the primary source of
evidence. Furthermore, any oral explanation should not contradict the documented
evidence, and appropriate consideration should be given to the credibility of the
individual providing the oral explanation.

Multi-Location Audits and Using the Work of Other Auditors

AB0. The proposed standard would have required the principal auditor to maintain
specific audit documentation when he or she decided not to make reference to the work
of another auditor. ’

AB1. The Board also proposed an amendment to AU sec. 543 concurrently with the
proposed audit documentation standard. The proposed amendment would have
required the principal auditor to review the documentation of the other auditor to the
same extent and in the same manner that the audit work of all those who participated in
the engagement is reviewed.

AB2. Commenters expressed concerns that these proposals could present conflicts
with certain non-U.S. laws. Those commenters also expressed concern about the costs
associated with the requirement for the other auditor to ship their audit documentation to
the principal auditor. In addition, the commenters also objected to the requirement that
principal auditors review the work of other auditors as if they were the principal auditor's
staff.
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Audit Documentation Must be Accessibie to the Office lssuing the Auditor's
Report -

AB3. After considering these comments, the Board decided that it could achieve one of
the objectives of the proposed standard (that is, to require that the issuing office have
access to those working papers on which it placed reliance) without requiring that the
working papers be shipped to the issuing office. Further, given the potential difficulties
of shipping audit documentation from various non-U.S. locations, the Board decided to
modify the proposed standard to require that audit documentation either be retained by
or be accessible to the issuing office.

AB4. In addition, instead of requiring that all of the working papers be shipped to the
issuing office, the Board decided to require that the issuing office cbtain, review, and.
retain certain summary documentation. Thus, the public accounting firm issuing an
audit report on consolidated financial statements of a multinational company may not
release that report without the documentation described in paragraph 19 of the
standard.

AB5, The auditor must obtain and review and retain, prior to the report release date,
documentation described in paragraph 19 of the standard, in connection with work
performed by other offices of the public accounting firm or other auditors, including
affiliated or non-affiliated firms, that participated in the audit. For example, an auditor
that uses the work of another of its offices or other affiiated or non-affiliated public
accounting firms to audit a subsidiary that is material to a company's’ consolidated
financial statements must obtain the documentation described in paragraph 18 of the
standard, prior to the report release date. On the other hand, an auditor that uses the
work of another of its offices or other affiliated or non-affiliated firms, to perform selected
procedures, such as observing the physical inventories of a company, may not be
required to obtain the documentation specified in paragraph 18 of the standard.
However, this does not reduce the need for the auditor to obtain equivalent
documentation prepared by the other auditor when those instances described in
paragraph 19 of the standard are applicable.

Amendment to AU Sec. 543, Part of Audit Performed by Other Independent
Auditors

AB6. Some commenters also objected to the proposed requirement in the amendment
to AU sec. 543, Part of Audit Performed by Other Independent Auditors, that the
principal auditor review another auditor's audit documentation. They objected because
they were of the opinion such a review would impose an unnecessary cost and burden
given that the other auditor will have already reviewed the documentation in accordance
with the standards established by the principal auditor. The commenters also indicated
that any review by the principal auditor would add excessive time to the SEC reporting
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process, causing even more difficulties as the SEC Form 10-K reporting deadlines have
become shorter recently and will continue to shorten next year.

AB7. The Board accepted the recommendation to modify the proposed amendment to
AU sec. 543, Part of Audit Performed by Other Independent Auditors. Thus, in the final
amendment, the Board imposes the same unconditional responsibility, on the principal
auditor to obtain certain audit documentation from the other auditor prior to the report
release date. The final amendment also provides that the principal auditor should
consider performing one or more of the following procedures:

. Visit the other auditors and discuss the audit procedures followed
and results thereof.

. Review the audit programs of the other auditors. In some cases, it
may be appropriate to issue instructions to the other auditors as to
the scope of the audit work.

. Review additional audit documentation of the other auditors relating

to significant findings or issues in the engagement completion
document.

Effective Date

AB8. The Board proposed that the standard and related amendment would be
effective for engagements completed on or after June 15, 2004. Many commenters
were concerned that the effective date was too early. They pointed out that some
audits, already begun as of the proposed effective date, would be affected and that it
could be difficult to retroactively apply the standard. Some commenters also
recommended delaying the effective date to give auditors adeguate time to develop and
implement processes and provide training with respect to several aspects of the
standard.

ABO. After considering the comments, the Board has delayed the effective date.
However, the Board also believes that a delay beyond 2004 is not in the public interest.

A70. The Board concluded that the implementation date of this standard should
coincide with that of PCAOB Auditing Standard No. 2, An Audit of Internal Control Over
Financial .Reporting Performed in Conjunction with an Audit of Financial Statements,
because of the documentation issues prevalent in PCAOB Auditing Standard No. 2.
Therefore, the Board has decided that the standard will be effective for audits of
financial statements with respect to fiscal years ending on or after November 15, 2004,
The effective date for reviews of interim financial information and other engagements,
conducted pursuant to the standards of the PCAOB, would occur beginning with the first
quarter ending after the first financial statement audit covered by this standard.
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Reference to Audit Documentation As the Property of the Auditor

A71. Several commenters noted that SAS No. 96, Audit Documentation, the interim
auditing standard on audit documentation, referred to audit documentation as the
property of the auditor. This was not inciuded in the proposed standard because the
Board did not believe ascribing property rights would have furthered this standard's
purpose to enhance the quality of audit documentation.

Confidential Client Information

A72. SAS No. 96, Audit Documentation, also stated that, "the auditor has an ethical,
and in some situations a legal, obligation to maintain the confidentiality of client
information," and referenced Rule 301, Confidential Client Information, of the AICPA's
Code of Professional Conduct. Again, the Board's proposed standard on audit
documentation did not include this provision. In adopting certain interim standards and
rules as of April 16, 2003, the Board did not adopt Rule 301 of the AICPA's Code of
Professional Conduct. in this standard on audit documentation, the Board seeks neither
to establish confidentiality standards nor to modify or detract from any existing
applicable confidentiality requirements.
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SAS NO. 103

Audit Documentation

{Supersedes Statement on Auditing Standards No.
96, Audit Documeniation, AICPA, Professional
Siandards, vol. 1, AU sec. 339, and amends State-
ment on Auditing Standards No. 1, Codification of
Auditing Standards and Procedures, AICPA, Pro-
fessional Standards, vol. 1, AU sec. 530, “Dating
of the Independent Auditor’s Report.”)

INTRODUCTION

1. The purpose of this Staiemen! on Auditing
Standards (SAS) is Lo establish standards and pro-
vide guidance on audit documentation. The cxer-
cise of professional judgment is integral in applying
the provisions of this Statement. For example, pro-
fessional judgment is used in determining the
quantity, type. and content of audit documentation
comsistent with this Statement.

2. Other SASs contain specilic documentation
requirements (see Appendix A} Additionally, spe-
cilic documentation or document retention re-
guirements may be included in other standards (for
cxample, government auditng standards), laws,
and regulations applicable 1o the engagement.

3. The auditor must prepare audit documenta-
tion in connection wath each engagement in sulli-
cient detail 1o provide a clear understanding of the
work perlormed (mcluding the nature, tmng, ex-
tert, and results of audit procedures performed),
the audil evidence obtained and s source, and the
conclusions reached  Audit documentation:

a. Provides the principal support lor the represen-
tation.in the auditors report that the audnor per-
formed the audit m accordance with generally ac-
cepled auditing standards

b, Provides the principal support for the opinion ex-
pressed regarding the financial informanon or the
asseruion to the effect that an opimon cannut be ¢x-
pressed

4. Audi documentation 1. an essential clement
of audn quaity Although documentanon ajone
does nor guwrantee audi quabiy the process of
preparmg suflicient and approprale documenia-
von contribies (e the guahity of an audn

Audit documentation i the record of audi
procedures perlormed. reievant audi evidenc: ob-
wined. and conciusions the audior reached Audn

documentation, also known as working papers or
waorkpapers, may be recorded on paper or on elec-
vomic or other media, When transferring or capy-
mg paper docurnentatien Lo another media, the au-
ditor should apply procedures 1o generate a copy
that 1s [aithlul i form and conent 1o the origimal
paper document.!

6. Audn documentanon includes, for example,
audn programs,” analyses, issues memorandy, sum-
maries of signilicant findings or issues, leuers ol
confirmation and representation, checkhsts, ab-
gracts or copies of irportant documents, corre-
spondence (including e-mail) concermng signili-
cant findings or issues, and schedules of the work
the auditor performed. Abstracts or copies of the
enuty’s records {for example, significant and specif-
ic conwracts and agreermnents) should be included as
part of the audit documentation il they are needed
1o cnable an experienced auditor to understand the
work performed and conclusions reached. The
audit documentation {ov a specilic engagement is
assembled i an audu file.?

7. The auditor need not retain in audit docu-
mentation superseded drafis of working papers or
financial statements, notes that rellect incomplete
or preliminary thinking, previous copies of docu-
ments corrected for typographical or other errors,
and duplicates of documents.

8. In addition 1o the objectives sel ot in para-
graph 3, audit documentaticn serves a number of
other purposes, including:

* Assisting the audit team to plan and perform the
audit:

+ Assisting auditors who are new Lo an engagement
and review the prior years documentation to un-
derstand the work perfonmed as an aid in planning
and performing the current engagement;

+ Assisting members of the audil team responsible
for supervision to direct and supervise the audit
work, and Lo review the quality of work performed;
+ Demonstrating the accountability of the audit
team for s work by documenting the procedures
perfonmed, the audit evidence examined, and the
coriclusions reached;

» Retaining a record of matiers of continuing sig-
nificance to Juture audits of the same cntity,

» Assisting qguality control reviewers (for example,
miernal inspectors) who review documentaton o
undersiand how the engagement team reached sig-
nificant conclusions and whether there 1s adequate
evidential support lor these conclusions:

« Enablmg an experienced auditor wo condual in-
speelions or peer reviews 1n accordance with appli-
cable legal, regulatory, or other requirements; and

i Ther way e degal paiatony, or other reasons o rciam the ong.
Wl papet dosurment

2 See pavagraph 5 of Stalemens on Auditing Standard (5450 by
Phaneng ol Supervision. as amended fon pusdanc regarding prepa-
tavion of audit program:

% The sudi ducumeniahion contatied within e auds: hie mas cons
sist of crussreferences wdocumentaton for auds engagements with
tenes enties e example, the dnzumeniaion lor an sude o the
francie statements of an L‘\ﬂpi(’)’ﬂ' penely P\Z\l‘x oIt LOhsIs ’72{“}
o Ltossreicteness b the Gouumentation of dud-purpust pi
We6 Leste periormed wr connectun witn tne audy of iy fnaral
SIMCITCINE ©! L Prane aponso!

+ Assisting a successor audilor who reviews a pred-
ceessor auditors audit documentauon.

9. For the purposes of this Statement, expert-
enced auditor means an individual (whether inernal
or external Lo the firm) who possesses the compe-
tencies and skills that would have enabled hum or
her 1o perform the audit. These compeiencies and
skills include an undersianding of {a) audhit process-
es, (h} the SASs and apphicable legal and regulatory
requirements, {¢) the business environment in
which the enuty operates, and (@) audiung and |-
nancial reporting issues relevant wothe entilys -
dustry. '

FORM, CONTENT, AND EXTENT OF
AUDIT DOCUMENTATION

10. The audnor should prepare audn docu-
mentation that enables an experienced auditor, hav-
ing no previous conneetion o the audit, to under-
siard:

a. The nawre, timing, and éxtent of auditing pro-
cedures performed 1o comply with 5ASs and appli-
cable legal and regulatory requirements;

b. The results of the audit procedures performed
and the audit evidence obtained,;

¢. The conclusions reached on significant matlers; and
d. That the accounting records agree or reconcile -
with the audited [inancial stalemenls or other au-
dited information.

11. The form, content, and extent of audit doc-
umentation depend on the circumnstances of the en-
gagement and the audit methodology and tools
used. Oral explanations on their own do not repre-
sent sufficient support {or the work the auditor per-
forrmed or conclusions the auditor reached but may
be used by the auditor 10 clarify or explain infor-
mation contained in the audit documentation. It is,
however, neither necessary nior practicable to doc-
ument every matler the audilor considers during
the audit.

12. In deteymining the form, content, and ex-
ent of audit documentation, the auditor should
consider the [ollowing factors:

» The nature of the audiung procedures Lo be per-
formed;

» The identified risk of material misstatement asso-
dated with the assertion, or account or class of
wransactions, including related disclosures;

+ The extent of judgment involved in performng,
the work and evaluatng the resulis;

+ The significarice of the audit evidence obtained o
the assertion being tested;

+ The nature and extent of exceptions dentified.
and

» The need o document a conclusion or the hasis
for & concluston noi readily determimable from the
documentaiion of the work: performed or evidence
sbtained.

13. Cerunn matters. such as auditor macpend-
ence and siaff raning, that are nat engagement spe-
cihic, may be documented oither contrally witiin &
im or in the audit documentation for an auds: en-
gagement. Documentation of matters speaihic o a
particular-engagemeni should be ncluded 0 e
audat file for the specific engagement
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Significant Findings or Issues

14 The audior should documemt significamt
findings or issues, actions taken tw address them
{meluding any additional evidence obtained). and
(ke basis for the final condusions reached. Judging
the significance of a inding or 1ssue yequires an ab-
jective analysis of the facts and circumsiances Sig
nilicant findings or 1ssues mclude, but are not hm-
ited 16, the followmng:
o Significa maers involng the sciectior, apph-
canan, and consistency af accounung principles
with regard o the mancal statemennts, meludmg
celated disclosures. Such matlers include, but are
ot limited 16 (1Y accounung for complex or un-
usual ransactions or {21 accounung, estimates and
unceriamiies and. 1 applicable, the refaed man-
agement assumptions
b Results of audut procedures inchcating (1) that the
financial mlormation or disclosures could be mate-
nally msstaied or (2) a need 1o revise the auditor's
previous assessment of the nisks of material nus-
statement and the auditor’s responses Lo thost risks
¢, Crrcumstances that cause the auditor significant
difficulty in applying auditing procedures the audi-
wor considered necessary,’ for example, the lack of
responsiveness (0 confirmation or information re-
quests, or the lack of original documents.
4. Findings that could resultm a modificauon of the
auditor’s repott.
e. Audit adjustments. For purposes of this State-

ment. an audn adjustment is a correction of a Tis-.

siatemnent of the financial information that i« iden-
tified by the auditor, whether or nol recorded by
management, that could, either mdividually or
when aggregated with other misstatements, have
» material effect on the company’s financial infor-
mation. '

15. The auditor should document ciscussions
of significant findings or issues with management
and others on a timely basis, including responses.
The audit documentation should inclade docu-
mentaton of the significant findings or ssues dis-
cussed, and when and with whom the discussions
100k place. 1t 1s not limited to docuniertation pre-
pared by the audior but may mclude other appro-
prate evidence, such as minutes of meetings pre-
pared by the entity’s personnel Others with whom
the auditor may. discuss significant findings or 1s-
sues include those charged with governance”. these
responsible for the oversight of the finanaal re-
porting, process, ather persannel vathin the enuty.
jor example. iternal audit and external paries.
such as persons providing professional sers
the entity.

e Lo

4 Sen paragraph 16 of 545 Nu 61, Conmunvation Wk Audis ¢ mn
mittees. a5 amended . Jor gudance regarding commurieatian with the
audit committer of the group charged witl governanee of am aer-
s dilivculues encountered n dealing vtk managemens e i
the performance of the suds
5 The torm thne charged vath governan.. means io po
responsthilicy for overseeing the siategs duecnor o
atons related e the azeountaniiuy of 1 entity
seane the fnancial weporung ang duciosur:
narged watk AnCY At HESPONS!
lomente 1P otie Cases  managLime
aoarct of m

16, 1f the auditor has Wdentibed mformation that
cantradicts or is consistent with the auduors final
ronciusions regardmg a significant fmding or1ssue
the auditor should document how the andior ad-
dvessed the contradicuon or nconsistency i form-
ing the conclusion

17 The docurnentation of how Lhe auditor ad-
dressed the contradiction or Inconsistency, fowev-
er. does not miply that the auditor needs 16 retam

7

dorumentaion that 1s incorrect or superseded (e
cept as required by paragraph 30) The documen-
wation of the contradiction or inconsisiency may m-
clude. hut is not Yimited Lo, procedures performed
ini Yesponse 10 the nformanon, and recovds docu-
menting consultations on, o resolutions of. differ-
ences n professional judgment among members of
the engagemerit eam o hevween the engagement
team and others consulted.

identification of Preparer and Reviewer
18 In documenting the nature. Liming, and ex-
lent of audtt procedures performed, the auditor
should record:
& Wha performed the audit work and the date such
work was completed; and
b. Who reviewed specific audit documentation and
the date of such review
19. The requirement Lo document who re-
viewed the audit work performed does not imply a
need for each specific working paper to include ev-
idence of review. It should be clear from the audit
documentation who reviewed specified elements of
the audit work performed and when.

Documentation of Specific ltems Tested

20. Audit documentation of procedures per-
formed, including tests of operating ellectiveness of
controls and substantive tests of details that involve
mspection of documents or conlfirmation should in-
clude the identifying characteristics of the specific
wems tesied, ’

21 Recording the identifying characlenisiics
serves a number of purposes. For example, it im-
proves the ability of the auditor ta supervist and re-
view the work performed and thus demonstrates
the accouniability of the audit team for its work and
facilitates 1he mvestigation of exceptians or mcon-
sistencies Idenulfying charactenstics will vary with
the nature of the audi procedure and the subject
malter. For example:

. For a drniled test of entny-peneraed purchase
orders. the anduor may denttly the documents se-
lected for 1esung by thar dates and unigue pur-
chase order numbers

« For a procedire requinng selechion or review of all
femis over s specific amount from a gven populiton.
the audror may record the scope of the procedurs and
ciertil the popuiaton flor esample. all journal entres
over & !

(0 frorm the journal remsier!

+ For 2 procedure requanng inguines of speciie en-
ay personnel the audnor may record the dates of
the nquities. the names and job designauons i e
nnel. and the mauiry maae.

creptiany procedure. i audnor may

or subjeci maug bong ob-

served, the relevant mdinduals, their respective ve-
sponsibilities, and where and wheis the abservation
was carried out,

« For a procedure requinng, systematic samphng
from « population of documents. the audior may
ideniify the documents selecied by recording thew
source, the swrung point, and the samphng miter-
val (for example, 2 systematic sample of stippng
reports was selected from the shipping log for the
period from X o Y, starung vath report numibher
14564 and selectng every 230th report from tha
pont}

DOCUNMENTATION OF DEPARTURES ™
FRON STATEMENTS ON AUDITING
STANDARDS

22. As required by paragraph 3 of SAS No 93,
Generally Aceepted Auditing Standaids. as amenided,
when, in rare circumstances, the auditor departs
from a presumptively mandaory requirement, the
auditor must document in the working papers ms
or her justificaion for the departure and how the
alternative procedures performed i the circum-
stances were sufficient 1o achieve the objecuves of
the presumptively mandatory requirerment

REVISIONS TO AUDIT
DOCUMERNTATION AFTER THE DATE
OF THE AUDITOR'S REPORT

23. The auditor’s report should not be dated
carlier than the date on which the auditor has ot
1ained sufficient appropriate audit evidence o sup-
port the opinion. Among other things, sufficient ap-
propriate audit evidence includes evidence that the
audit documnentation has been reviewed and that
the entity’s financial statements, including disclo-
sures, have been prepared and that management
has asserted that it has taken responsibiliy for
them. This will ordinarily result in a report date that
15 close Lo the date the auditor grants the entity per-
mission to use the auditors report n connection
with the financal statements (feport reicase date) "
Delays in releasing the report may require (he au-
ditor Lo perform additional procedurée to camply
with the requiremens of SAS No. 1, Codification of
Auditing Standards and  Procedures, “Suhsequent
Events,” as amended.

Documentation of New information

74,1, as a result of consderanon of the proze-
dures nerformed and the evidence obtamed. the au-
ditor concludes. that procedures considered neces:
sary al the tme of the audu m the crcumsiance
then easting were onited from e audi ot the |
nancial informanon. the auchtor should follow the
andance i 5AS No 46, Constderation of “nated
Procedures After the Report Daie The auchl dncie
mentation supporing the andiors comphiarice with
545 No 46 should he prepared i accordanee with
the requirements i this Slatement

i the auditor subseauentiv beoome: avay
ofinformation refanng o financial ifarmaton pro
wously reporied on :
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known to hum or her at the date of the repor, the
auditor should follow the gaidance m SAS No. 1,
Codification of Auditing Standards and Procedures,
‘Subsequent Discovery of Facts Existing at the Date

Y of the Auditors Report,” as amended,

26, In the arcumsiances described in para-

. graphs 24 and 25, the auditor should make the

changes necessary Lo reflect either the perlormance
ol the new audit procedure or the new conclusion
reached, including:

. When and by whom such changes were made
and (where applicable) reviewed;

+ The specific reasons for the changes; and

+ The effect, if any, of the changes on the auditors
conclusions.

Changes Resulting From the Process of
Assembling and Completing the Audit
File

27. The auditor should complete the assembly

Y of the {ing! audit file on a timely basis, but within
60 days (ollowing the report release date (docu-
& memation completion date), Statutes, regulations,
B orthe audit firms quality control policies may spec-

ify a shorter period of time in which this assermbly

process should be completed.

28. Al anytme prior to the documentation
completion date, the auditor may make changes 10
the audit documeniation to:

a. Complete the documentatior: and assembly of
audit evidence that the auditor has obtained, dis-
cussed, and agreed with relevant members of the
audit team prior o the date of the auditor’s report;
b. Perform routine file-assembling procedures such
as deleting or discarding superseded documnenta-

% tion and sorting, collating, and cross-referencing
% final working papers, :
. ¢ Sign off on file completion checklists prior (o
@ completing and archiving the audit file; and
% 4 Add inlormation received after the date of the au-

ditor’s report, for example, an original confirmation

# that was previously {axed,

29. The report release date should be recorded

# n the audit documentation.

Changes After the Documentation
Completion Date

30, After the documemiation completion date,
the auchtor must not delete or discard audi docu-
mentation before the end of the specified retention
penod, as discussed in paragraph 32. When the au-
ditor finds it necessary lo make an addition {in-
duding amendments; to audit documentation afler
the documentation completion date. the auditor
shoutd document the addiien in accordance wath
paragraphi 26.

OWNERSHIP AND CONFIDENTIALITY
OF AUDIT DOCUMENTATION

31 Audn documentation is the property of the
audior. and some states recogmze this right of
owTiersmp 10 their stautes. The audior may make
available o the enuy at the auditors discrenion
copizs of (e audy documeniation, previded such
disciasure doss not undermine the nGependence

or the validity of the audit process.

32. The auditor should adopt reasonable pro-
cedures to relain and access audit documentation
for a period ef ume sulficient lo meet the needs of
his or her pracuice'and to satisly any applicable legal
or regulaory requirements for records retention.
Such retention penod, however, should not be
shorter than five vears {rom the repont release date.
Siawtes, regulations, or the audit firms quality con-
trol policies may specily a longer retention period.

33, The auditor has an ethical and, 1 some sit-
uations, # legal obligaiion to mamiain the confi-
dennality of client informauon.” Because audn’doc-
umentation often comains confidential client
information, the auditor should adopt reasonable
procedures 16 maintain the confidentiahity of that
information.

34, Whether audit documentation is in paper,
elecironic, or other media, the inteprity, accessibil-
ity, and retrievability of the underlying data may be
compromised il the documentation could be al-
tered, added 1o, or deleted withowt the auditor’s
knowledge, or could be permanently lost or dam-
aged. Accordingly, the auditor should apply appro-
priate and reasonable controls {or audit docurnen-
Lation to;

a. Clearly determine when and by whom audit doc-
umentation was created, changed, or reviewed;

b. Protect the integrity of the information at all
stages of the audit, especially when the information
is shared within the audit teamn or transmitied 10
other parties via electronic means;

¢. Prevertt unauthorized changes to the documen-
tarion; and

d. Allow access to the documentation by the audit
teamn and other authorized pariies as necessary 1o
properly discharge their respensibilities.

EFFECTIVE DATE

35. This Stalement is effective lor audits of fi-
nancial staiements {or penods ending on or after De-
cember 15, 2006, Earlier application is permitted.

APPENDIX A

AUDIT DOCUMENTATION
REQUIREMENTS IN OTHER
STATEMENTS ON AUDITING
STANDARDS

Al. Documentation requirements are mcluded
in other Statements on Audiling Standards (SASs).
This Statement does not change the requiremernt in:
a. Paragraph 5 of SAS No. 1, C()dijiccmoh of Auditing
Standards and Procedures, “Establishing an Under-
standing With the Client,” as amended, to document
the understanding vath the chent.
b. Paragraph 5(d: of $AS No. 12, Inquiry of a Chents
Lenvyer Concenming Lutigation, Clatms, and Asscssments,
o document 11 either the audit inquiry letter or 2
separate leiter o the clients fawyer. Lhat the chent has
assured the auditor that 3 has disclosed all unassert-
ed claims that the lawver has adwised the chen: are
probable of asserion ang must be disclosec i ac-

wontinued or page 100
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cordance with Finanoal  Accounung, Standards
Poard Statement of Financiat Accounung, Standards
No. 5, Accounting for Contngencies Also this 545
does not change the requirernent i paragraph 16 of
545 Ne. 12 o document the conclusions reached

a result of responses ohtained i A conlerence reias
Ing 1o matters covered by the audi nquiry fouer

¢ Paragraph 5 of 545 8o 22 Planning and Superv
ston. as arnenced 1o prepare o wten audio progran
wor set of wrinen audi prog, For every auan

d Paragraph 40 ol 5AS o 27 Audu Rask and v
terialivy i Conducting an Audit. as amended o dor -
wment the nawdre and elfect of aggregated miss

i

ments and the auditors conclusion ae o wneties
the aggregated nusstatements. cause the v,
statemems o be materiliv rmsstaed '

¢ Paragraph 2 of 525 No. 3} Repoving.on Financit!
Statements Prepared for Use i Other Cauntries e ob-
LN WIILEN FePreseiianons {Iom managemens re-
garding the purpose and uses of fimanaal siawe-
ments prepared 1 conforrminy witn the accounimg,
principles of another country

{. Pavagraph 17 of SAS No 54, Jilcpal Aces by Chenis
o document oral commumeations 1o the sudit
committee or athers with equuvilent authomy and
responsibility regarding illegal acts that come w the
auditors attention

o Paragraph 61 of 5A5 No 53, Considerauon of In-
ternal Control i a Fianaal Statement Audit 2s
amended, 1o document the undersianding of ihe
cntity's tnternal control components obtained o
plan the audit. Also, this $AS does not change the
requiremnent in paragraph €3 of 545 No. 55 for the
auditor Lo document his or her conclusions abowt
the assessed level of control risk.”

h. Paragraph 22 of SAS Ne. 36, Analytical Proce-
dures, 25 amended, to document (1) the cxpecta-
tion, where that expectation is not otherwise read-
ily determinable from the documemation of the
worl: performed. and faclors considered m ne de-
velopment: (2) the results of the comparison of the
expectation 16 Lhe recorded amounts or ranoes de-
veloped [rom recorded amounts: and {3+ arv add-
uonal auduing procedures performed m response
Lo significant unexpecied differences ansing, from
the analytical procedure and the vesulis of sucis ad-
ditional procedures.

v Paragraph 71 of 545 No. 38 Reports on Audited
Financial Statements. ws amended  for the predecee-
sor auditor o oblam representanon lelers irom
management of the former client and from the sue-
cessor auctitor hefore reissuing for consening 1o the
retssue of} o repor presously ssued o ihe inan-
aal statements of @ priov perod

i Paragraph 17 of 5AS Mo 59, The Auciiort Comad:
eration of ar Entys Abiluy o Zonmue @ a Gome one
cern, as amended. o docurnent ] the comdisory o
events that led him or her 1o heheve thia there s

stanual doubt about the enttyz abilise 10 connnine «

a somg concert, 2% the work periormed i ot
uor with the auduar

pie

dduation of manageied

tie audhioy

o whsthe G

stantial doubt abow the ent

¢ gong comeert: for a raasonable pen
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eoflect of that conclusion ob the inancial staements,
disclosures, and the audit repor.

k. Paragraph & of $AS No. 60, Communication of In-
wrnal Control Relaied Matters Noied m an Audit, as
amended, Lo document oral cormnmunications wathi
the audit commitiee or others with equivalent au-
thority and responsibiluy of condiuons nowed by
the auditor thal are considered wportable or that
are e vesult of agreement wih the client

|, Paragraph 3 of 5A% No. 61, Communication With
Audit Commitices, as araended, 1o document any
oral communicaiens with the audi commuee,
made pursuant wthe SAS, regardimg, the scope and
results of the andit.

m. Paragraph 29 of SAS No. 67, The Confirmation

Process, o document oral conlirmations. Also,
when the auchior has not requested confirmations
in the examination of accounts receivable, this SAS
does not change the requirement in paragraph 35
ol SAS Na. 67 to document how the auditor over-
came this presumption.

n. Paragraph 23 of SAS Na. 74, Complionce Audiiing
Considerations in Audits of Governmenial Entines and
Recipients of Governmenial Financial Assisiance, as
amended, Lo document the oral communications Lo
management and the audit commitiee or others with
equivalent authority and responsibility when the au-
ditor becomes aware during an audit in accordance
with generally accepted auditing standards that the
entity is subject 1o an audit requirerment that may 1oL
be encompassed in the Lerms of the engagemen.

6. SAS No. 85, Management Representations, as
amended, to oblain writlen representations from
management. '

p. SAS No. 99, Cansideration of Fi raud in a Financial
Statemen! Audit, 10 document (1) the discussion
among engagement personnel in planning the audit
regarding the susceptibility of the entity$ financial
statements Lo material misstatement due to fraud,
including how and when the discussion occurred,
the audit team members who participated, and the
subject matter discussed; (2) the procedures per-
formed Lo obtain information necessary 1o identify
and assess the risks of material misstatement due Lo
[raud; (3) specilic risks of material misstatement due
to fraud Lhal were 1dentified, and a description of
the auditors response Lo those risks; (4) if the audi-
tor has not identified in a particular circumstance
improper revenue secogmition as o visk of material
misstatement due to fiaud, the reasons supporting,
the auditor’s concluston; (5) the results of the pro-
cedures performed to further address the risk of
managerent override of controls; (6 other condi-
tions arid analyocal relationshipe that caused the au-
ditor 1o beheve that additional auditing procedures
or other responses were reguired and any further re-
sponses Lhe auditor concluded were appropriate. o
address such nsks or other condions. and {7+ the
nature of te comimunications abowt fraud made Lo
management the audi coramiuer. and others.

q :
prepare documeniatior, i cannechon

WNo 100 Inern: Financial Information. o
with & 1eview
of inenm Inanaial mlormanon. the lorm and con-
went of whick should be designed e mees te cu-
cumsiances of the partcular engagement

APPENDIXN B

ANIENDNMENT TO STATEMERNT ON
AUDITING STANDARDS NO. 1,
CODIFICATION OF AUDITING
STANDARDS AND PROCEDURES,
“DATING OF THE INDEPENDERNT
AUDITOR'S REPORT"

Bl. This amendment changes the dae of the
audors report from the dawe of completion of held-
work 1o recquire that the audiors repont be dated no
earlier than the date on which the audior has ob-
wained sufficient appropriate audu evidence Lo sup-
port the opinion on the inancial slatements New
language 1e shown n boldface nalies; deleted lan-
guage 15 shown by strikethrough.

01 The auditor’s report should not be dated
carlier than the date on which the auditor has
obtained sufficient appnopuau' audi( ('wduu:c
to .suppm( the opinion, Fre—&if

T
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sddepriirdoftrterirfto Para-
graph .05 describes the procedure Lo be lollowed
wher a subsequent event oceurring after the date
of the auditor’s report evspletien—otr—held

ek 15 disclosed in the financial statements.

1. Among other things, swfficiest appropriate audit evidence in-
cludes pvidence that the audit documentation has beea veviewed
and that the entity's financial statements, including disclosures,
have been prepared and that management has assevied that they
have tahen responsibility for them.

B

.05 The independent auditor has two meth-
ods available for dating the report when a subse-
quent event disclosed in the financial statements
accurs after the original date of the auditors re-
port completien-sifield-werk but before the is-
suance of the related financial stalements. The au-
ditor may use “dual dating,” for
“February 16, 20__, except for Note _, as lo
which the date 1s March 1, 20__, or may date the
report as of the later dae. In the former mstance,
Lhe responsibility lor events occurring subscqucm
to the original report date esn
wrork s limited to the spcclhc event referred Lo m
the note {or otherwise disclosed) In the latter in-
stance, the independent auduors responsibility
for subsequen events cxtends Lo the date of the
report and. accordingly, the procedures outhned
n section 56012 mmmlk\' should be extended 1o
that date. .
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SSAE NO. 13

Defining Professional Requirements
in Statements on Standards for
Attestation Engagements

(AICPA, Professional Standards, vel. 1, AT scc.
20.)

INTRODUCTION

1. This Statement on Swandards for Auestation
Engagements (SSAE) sets forth the meaning of cer-
lain terms used in SSAEs issued by the Auditing
Standards Beard in describing the professional re-
quirements imposed on practitioners.

PROFESSIONAL REQUIREMENTS

2, SSAEs contain professional requirements to-
gether with related guidance in the {orm of ex-
planatory material. Practitioners have a responsi-
bility to consider the entre text of an SSAE in
carrying oul their work on an engagement and in
undersianding and applying the professional re-
quirements of the relevant S5AEs.

3. WNot every paragraph of an SSAE catries a
professional requirement that the practitioner 1s ex-
pected to fulfill. Rather, the professional require-
‘ments are communicated by the language and the
meaning of the words used in the 5SAE.

4. SSAEs use two cachéries of prolessional ye-
airements, identified by specilic terms, to describe
the degrec of responsibility they ympose on pracu-
toners, as [ollows:

» Uncondibional requirements. The pracitioner is
required to comply with an uncondivonal require-
ment in all cases in which the circumstances exst
Lo which the unconditional requirement apphes
SSAEs use the words must or 1 requied o indicate
an uncondiional requiremert

+ Presumptively mandatory requiements. The prac-
unoner 1 also required Lo comply vatk @ presump-
uvely mandatory requurement 1 all cases in whnch the
circumstances ciast o which the presumpuvely
mandatory requirement applics. however. m rare cir-
cumstances. the pracutioner may depari from @ pre-
sumptively mandatery requirernent provided the
pracutioner documents ins o her Justificaban for the
departure and o the aitermatve procedures per-
formed in the crcunistances wee

L

sufficient 1o azheve
Lhe ohjectves of the presumptivel mangaony it

]
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guement. S5AEs use the word should o indicate a
presumptively mandalory requirernent

Il an S3AL provides that a procedure oy aciion
15 one that the pracuuoner “should consider,” the
consideration of the procedure or acuon is pre-
sumnptively required, whereas carrymg out the pro-
cedure or action is not The professional reguure-
menis of an SSAE are (o be understood and apphed
in the context of the explanatory matenial that pro-
vides guidance for therr applicaton

EXPLANATORY MATERIAL

5 Explanatory maienal s defined as the e
within an SSAE (excludmg any relaed appendies
ov mierpretations' + that may
« Pronade funther explanaucn and guidance anihe
professional requiremients, or
« ldentify and describe ather procedures or actions
relating to the activities of the practitioner.

6. Explanatory material that provides further ex-
plananor and guidance on the professional require-
rents 15 intended o be desenptive rather than m-
peranve That 15, & explams the objecuve of the
professional requirements (where not otherwise self-

1 tmeerpretive pubhcanons diller [rom explanatory maenal Inter-
preuve publications, far example, wierpretauons of the Statements
on Standards for Auestatian Engagements (SSAEs), appendixes o
the SSAEs and AICPA auditing Statements of Position, are issued
under the authanty of the Auditing Standards Board (ASB), In con-
irast. explanatory matenial 15 always contained wathin the standards
seetions of the SSAE and 1s meant 10 be more descnipuive in nawre

ewdent); i explains why the practivioner might con-
sider or employ particular procedyres, depending on
the encumstances, and 1 provides additional infor-
mation for the practitioney w consider in exercising,
professional judgment n performing the engagement

7. Explanatory material thal identifies and de-
scribes other procedures or aciions relating 1o the
activiues of the practitioner is not intended 1o mi-
pose 4 profesaional requirement for the practition-
er 1o perform the suggested procedures or actions.
sather, Lhese procedures or acuons require the
pracutioner’s auenuon and understanding; how
and whether the practivoner carries out such pro-
cedures or actions m the engagement depends on
the exercise of professional judgment m the ar-
cumstances consistent with the objective of the
standard. The words may, nught, and could ave used
10 describe these actions and procedures

APPLICATION
8. The provisions of this Staement are effective
upon issuance ’

¥ The specific werms used 1o define prolessional requirenients utins
antestanion standard are not intended to apply w any interprenive
publications issued under the authoruy of the ASE Tor example, n-
wrpretatons of the SSAES, or appendixes (i the SSAEs, sinee meer
pretve publicaions are not attestation standards. (See fonnoe 1)
1t is the ASDs 1ntenuon 1o make confarming changes 1o the nwer-
pretive publications over the next several years 1o remove any fan-
guage that would imply a professional requirement where none ex-
1sts. 115 the ASB3 mtenuon that such fanguage would only be used
In the standards sections of the SSAEs

This Stawement tiled Defining Professional Require-
ments i Statements on Standards for Aliestanon
Engagements was unenimously adopted by the as-
sentng, votes of 19 members of the hoard.
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pronouncements on auditing matters. Rule 202, Compli-
anee With Standards, of the Instirute’s Code of Professional
Comduct requives comphance with these standards. <
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